AN ACT
RELATI NG TO HEALTH | NSURANCE; AMENDI NG SECTI ONS OF THE
NONPRCFI T HEALTH CARE PLAN LAW RELATI NG TO QUALI FI CATI ONS
FOR ORGANI ZATI ON I N THE STATE.

BE I T ENACTED BY THE LEQ SLATURE OF THE STATE OF NEW MEXI CO
Section 1. Section 59A-37-6 NVSA 1978 (being Laws
1984, Chapter 127, Section 621, as anended) is anended to
read:
"59A-37-6. APPROVAL BY SUPERI NTENDENT- - REVI EW - -

A.  The superintendent shall approve any nerger or
ot her acquisition of control referred to in Section 59A-37-4
NMSA 1978 unl ess, after a public hearing thereon, he finds
t hat:

(1) after the change of control, the
domestic insurer would not be able to satisfy the
requirements for the issuance of a certificate of authority
to wite the line or lines of insurance for which it is
presently authori zed,

(2) the effect of the nerger or other
acqui sition of control would be substantially to | essen
conmpetition in insurance in this state or tend to create a
nmonopol y t herei n;

(3) the financial condition of any
acquiring party is such as m ght jeopardize the financia
stability of the insurer, or prejudice the interests of its
policyholders or the interests of any renaining security
hol ders who are unaffiliated with the acquiring party;

(4) the plans or proposals which the

acquirin arty has to liquidate the insurer, sell its SB 594
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assets or consolidate or nerge it with any other person, or
to make any other material change in its business or
corporate structure or managenent, are unfair and
unreasonabl e to policyholders of the insurer and not in the
public interest;

(5) the conpetence, experience and
integrity of those persons who would control the operation
of the insurer are such that it would not be in the interest
of policyholders of the insurer and of the public to permt
the nmerger or other acquisition of control

(6) the applicable provisions of Chapter
59A, Article 34 NMSA 1978 woul d be viol ated; or

(7) the acquisition is likely to be
hazardous or prejudicial to the insurance-buying public.

B. The superintendent may retain at the acquiring
party's expense any attorneys, actuaries, accountants and
ot her experts not otherwi se a part of the superintendent's
staff reasonably necessary to assist the superintendent to
review t he proposed acquisition of control
C. The superintendent shall ensure, by inposition
of conditions, if necessary, that New Mexico charitable
assets are protected and preserved for the benefit of the
peopl e of New Mexico."
Section 2. Section 59A-47-4 NVSA 1978 (being Laws
1984, Chapter 127, Section 879.2) is anended to read:
"59A-47-4. ORGANI ZATI ON- - PROFI T CORPORATI ONS
PRCHI Bl TED- - MERGER AND CONSOLI DATI ON OF HEALTH CARE PLANS. - -
A. A corporation may be organi zed under the | aws
of this state which provide for the organi zati on of

nonprofit corporations, as a nonprofit corporation organi zed
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for making health care expense paynments on a service benefit
basis or an indemity basis, or both, for subscribers under

contract with such corporation.

B. The articles of incorporation of each donestic

health care plan shall have endorsed thereon or annexed
thereto the consent of the superintendent prior to filing.
The anmendnent of the articles of incorporation of any
domestic health care plan shall have endorsed thereon or
annexed thereto the consent of the superintendent prior to
filing.

C. The directors of a donestic health care plan
shall be chosen in accordance with the byl aws of the
corporation, subject to the foll ow ng:

(1) at least twenty-five percent of the
directors shall be nenbers of the general public; and

(2) the balance of the directors shall be
either representatives of purveyors or nenbers of the
general public.

D. No domestic health care plan shall be
converted into a corporation organi zed for pecuniary profit;
and any such plan shall be maintained and operated primarily
for the benefit of its subscribers.

E. A donestic health care plan may nerge only
wi th anot her domestic health care plan in accordance with
appl i cabl e provisions of the Insurance Hol di ng Conpany Law
and the Nonprofit Corporation Act."

Section 3. Section 59A-47-5 NVSA 1978 (being Laws
1984, Chapter 127, Section 879.3, as anended) is anended to
read:

"59A-47-5. QUALI FI CATI ONS FOR HEALTH CARE PLAN

SB 594
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AUTHORI TY. - - The superi ntendent shall not authorize any
proposed health care plan to solicit prelimnary
applications from subscribers or to transact business as a
health care plan unless he finds after such investigation
and hearings as he deens advisable that the proposed health
care plan is qualified therefor as foll ows:

A. it shall be duly incorporated as a health care
pl an under the laws of a state governing incorporation of
nonprofit corporations;

B. its sponsors shall have financial stability
and its directors and officers shall be individuals of good
personal and business reputation and integrity;

C. its proposed managenent shall possess
experi ence and conpetence as to the business in which to
engage;

D. it shall have ready access to health care
facilities in this state reasonably sufficient to provide
the health care services to be covered by its subscriber
contracts, whether on service or indemity bases;

E. it shall actually or prospectively have
sufficient funds to finance prelimnary solicitation of
subscribers and to conduct its operations with reasonable
mar gi n of financial safety;

F. its proposed contracts to be offered
subscri bers shall be well drafted and provi de substanti al
health care coverage and benefits at reasonable prem um
rates;

G operation of the health care plan in the area

of this state proposed to be served would be in the public
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H if it a newly fornmed health care plan, prior
to being granted an initial certificate of authority to
engage in business, it shall have applied for and received
fromthe superintendent a prelimnary permit to solicit
subscri bers' applications for health care contracts as
proposed to be offered, and thereunder have solicited and
received, within one year fromdate of the prelimnary
permt, applications for coverage of not |ess than one
t housand i ndi vi dual s under such contracts together with
paynment in advance of one nonth's premumtherefor or if it
is a foreign health care plan with a certificate of
authority fromits state of domcile, it nust already cover
not |ess than one thousand individuals."

Section 4. Section 59A-47-8 NVSA 1978 (being Laws
1984, Chapter 127, Section 879.6) is anended to read:

"59A-47-8. CERTI FI CATE OF AUTHORI TY REQUI RED- -
APPLI CATI ON AND CONDI Tl ONS- - EXCEPTI ONS. - -

A. No health care plan shall make health care
expense paynents unless and until it has obtained fromthe
superintendent a certificate of authority to do business.
Violation of this provision shall constitute a m sdemeanor
puni shabl e upon conviction by a fine of not to exceed one
t housand dol I ars ($1, 000).

B. Anewy formed health care plan's application
for initial certificate of authority nust be filed with the
superintendent prior to expiration of one year from date of
i ssuance of the prelimnary permt referred to in Section
59A-47-6 NVBA 1978.

C. The application for certificate of authority
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superi ntendent consistent with Chapter 59A, Article 47 NVSA
1978, and be verified by two of the applicant's officers.
The application shall include or be acconpani ed by such
proof as the superintendent nmay reasonably require that the
applicant is qualified for the certificate of authority
under this article. At filing of the application the
applicant shall pay to the superintendent the applicable
filing fee as specified in Section 59A-6-1 NVBA 1978. The
filing fee shall not be refundabl e.

D. No such certificate of authority shall be
required for a health care plan fornmerly so authorized, to
enable it to investigate and settle | osses under its
contracts lawfully witten in New Mexico, or to liquidate
assets and liabilities (other than collection of new
prem uns) resulting fromits forner authorized operations in
this state. A health care plan not transacti ng new busi ness
inthis state but continuing collection of premuns on and
servicing contracts remaining in force as to residents of or
risks located in this state, is transacting business in New
Mexi co for the purpose of premumtax requirenents only and
is not required to have a certificate of authority."

Section 5. Section 59A-47-9 NVSA 1978 (being Laws
1984, Chapter 127, Section 879.7) is anended to read:

"59A-47-9. | SSUANCE AND DENI AL OF I NI TI AL CERTI FI CATE
OF AUTHORITY. - -

A. If after such investigation as he deens
advi sabl e the superintendent finds that the applicant is in
sound financial condition and is otherw se qualified

therefor, he shall issue to the applicant a certificate of
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B. If the superintendent does not so find, he
shal |l deny issuance of the certificate of authority and
notify the applicant thereof in witing stating the reasons
for such denial."

Section 6. Section 59A-47-22 NVBA 1978 (being Laws
1984, Chapter 127, Section 879.20) is anmended to read:
"59A-47-22. TRANSFER OF SUBSCRI BERSHI P. - -

A. A health care plan may enter into agreenents
wi th another health care plan or nutual conpany simlarly
engaged in this state or another state or country for
transfer of subscribers fromone such plan to the other,
subject to prior approval of any such agreenent by the
superintendent. The superintendent shall disapprove any
such agreenent if he finds on basis of such investigation as
he deens advi sable that the agreenent in reasonable
probability would result in loss to the health care plan
authorized to do business in this state or is otherw se
unfair or inequitable. The superintendent shall approve the
agreenent if he finds that the transfer of subscribership is
to be acconpani ed by transfer of funds representing reserves
i n anobunt adequate to cover all liabilities to be incurred
by the assumi ng health care plan through such transfer, that
the transfer neets the applicable requirenents of Chapter
59A, Article 34 NMSA 1978 and of the Nonprofit Corporation
Act for disposition or distribution of assets and that the
agreenent is otherwise fair and equitable to the insurers
and subscri bers invol ved.

B. The superintendent shall ensure, by inposition

of conditions, if necessary, that New Mexico charitable
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peopl e of New Mexico."
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